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 ToThe Shareholders 


So, The 1976 eaulte of your Company < are craig: as “they: reHeel a return to. dae, pve df ap 
writing profitability. Underwriting profit for the Group amounted: to $820,488 com- Hage 
pared to an underwriting loss of $641,790 in 1975. Consolidated net income for 1976 ~ > eheg 
was $2,489,230 or 31.1¢ per common share | bem ae with. net income A oe 18. 286 Me Ee Gee 


SOAS o¢ per common share in.1975. 


The per share net income for 1976 i is based on 1 8, 000, 000 Gurstaneian common n shares Le 


~ reflecting the issue of 2,000, 000 shares in January, 1976: pursuant to. a rights | issue. 


SAE 4976 marked the first full’ year of our United States operations. U. S, premium income SUS 
_ increased from $8,665;352 in 1975 (12 months) to $16,525;977 in 1976. Underwriting 
eas profit amounted to $480, 240 compared to an ‘underwriting loss of $474,714 for the aes 
_ six months from date of aquisition in 1975. Since aquisition, the United States. ,COM? (330° 


~ panies have secured a total of 30 additional State. licences or rela and ie is. 
anticipated. that approximately Lvs more will be added by year end. Ms Ge 


Canadian operations continued to improve over last year with modest Gacuitne = ae 
_ profits being realized. The restraining influence of the Anti- Inflation Act has been. 


- felt by our industry in Canada and while we do not disagree with the aims of the — 
legislation, we do feel that the restrictions on wedi are too. egnnalnge, at a time” 
when more capital is required to fulfil market demand. acces eee 


~— In.view of the favourable developments in 1976, the Directors oF eit , Company : a8 
approved the resumption of dividend payments. A dividend of 1.5¢ per common 
_ share was paid in September, 1976, This was SUPERS ERY increased to. 2.06 Peis gered 


common share in December, 1976. 


| . We were saddened by the passing of Lord Thomson of Heat in A ouay 4976. Lord se 
Thomson was a Director and Co- Chairman of ‘Our Canadian insurance Spence nt eS 


-- We will miss his enthusiasm and counsel. 


The Directors wish to express their appreciation to the management and staff for oN 
eto their Spee and dedication ‘yeuaheyt the year. Prete ae ore 


eae Submitted. on bono: of te 


‘Board of Directors” 


°° PW, BROUGHTON aay 
_ «Chairman of the Board sand emer 
‘ Paphos Executive Officer eo a 


SCOTTISH & YORK HOLDINGS LIMITED 
and subsidiary eorioenles 


Auditors’ fee si 
ae the Shareholders of 


- Scottish & York Holdings vinuitedt 


_ We have examined the consolidated Benes sheet of Scottish & York Holdings 
Limited as at December Bs 1976 and - ‘the consolidated statements of income, 


ee retained earnings and changes in financial position for the year then ended. Our 


examination of the financial statements of Scottish & York Holdings Limited and those 
subsidiaries of which we are the auditors was made in accordance with generally 
a ccepted auditing standards, and accordingly included such tests and. other proce- 
dures as we considered necessary in ‘the circumstances, For those subsidiaries of 

which we.are not the auditors, we have carried out such. enquiries and examinations. 
oF. as we considered necessary in order to rely on the reports of the other auditors for | 
4 purposes of consolidation. 5 PUL Asan uci we 


“in our ‘opinion, these ponseliiated fea statements present fairly t the finan- 
cial position of the company as at December aq. 1976 and the results of its operations 
and the changes in its financial position for the year then ended in accordance with 

generally accepted accounting principles Sheed ona pbals consistent with that of 
the preceding year. | ven xf a bat 
i Matorente, Ganddattt en otal 02 THORNE RIDDELL 8 CO.'? 6) 
( March 18, 1977" pare vitae Pie su si rf ‘ iy Chartered Accountants 


SCOTTISH & YORK HOLDINGS LIMITED 


“(incorporated under the laws ol 


é _ CONSOLIDATED BALANCE ‘SHEET: DECEMBER : 31, 1976 


ASSETS 


easel securities (note 2) 


Term deposits | GAR eer etre mie S we pean Ge 


Bonds: (market value 1976, $26, 524, Tat; 


A975, $18,174,884) 0. cae ane ie 


Stocks (market value 4976, aa 346, 385; 


1975) S2, 646,809) acy iioting ytelaas Seay 
Accrued interest on bonds and term deposits, erage ei 
- Accounts receivabley en way (ate EG ate! ie 


Furniture, fixtures and Hitaniobise: ; 
less accumulated saiieziain 1976, $105.8 878; 


TOTS SUL TOO) Ho aes See eS tea rah oc oe 
i Agencies, agreements and contracts, ‘at Cost 308 eben hae 


Premium paid on acquisition of shares of. 
subsidiary companies, net of amortization of 


($28,928 (1975, 818,764) se Sorae ate 


Approved by the Board 
W. G. HOLBROOK, Director 


a. D. ABBOT, Director we 


(ip alin ae 
ace? 783,737 


‘ 2476088 
5,362,883 
IS eTeS 201 aS 


5,081,827 | 


138 4 
110, 8 7 


$64,080,326 


26,691 460 = 


542543 


1975. 


$700 We Le 


mercer 


aH 9,053,384 Seine 


SS AA QTL BIE, BCH 


‘£43,967, 
4,569. ta cues 


- 93, 33,603 lee 
110, ee Soe 


5 “679,698 Oe 


itario) 


TEE 


"AND SUBSIDIARY COMPANIES _ 


LIABILITIES 


- Notes payable inate 3) Re ee nee s 4,893 808 
"Accounts payable and accrued liabilities Ose app rde. | 
~ Customers’ deposits _ mieealigr ee anes tia Ss 26 250 

"Provision: for outstanding claims aS a : ue as vals — 24, 329 869 me 
| Poa cs G2 Baa BAA 
3 a2. Deferred revenue LS ec Soe ye eas: 43,350,424. 


Interest of minority common shareholders. wings Goer mera ranee 
no pol subeiiaty. GORD BINGE SU sate ech BORE See ants 1,269,208 | 
cas ek , Pate Gao eae. ts 00,604 1402 


ze Income and premium taxes s payable 


‘Gapual stock (note 4) 


1976 


- 1975. 


_ SHAREHOLDERS’ EQUITY 


Authorized ; iia Ps 
10, 000 First Pa States shares, par value 
-$50-each, Issuableinseries 

42, 000, 000 Common shares without par value ” 
be EE 000, 000 shares i in ee 


Issued . 
8, 000 000 Bonne shares 6 013, 912 shares oe, 


MI TSCSL Sake secs retain cityg ee 701,000) « 


ne ce Retained a parnines: Be a oe 9,775,177 


Sow te4r ota! 
$64,080,326. 


ne re 
re 
nt ? r 
te mais 
; aaah % ' 
, nn — 
h i » . 
Y 4 ‘ fy 
F 
Sn Wh 
eM bc 
et * 


- $ 4,275,803 
2,014,000. 
26,250 


15, 631 585° ie 
157,133 


10,256,951 


33,454,289 


523,259 


7,565,947 
~. 8,089,206 
$41,543,495. 


 scorTisH & YORK HOLDINGS LIMITED | 
and pbs companies . 


‘CONSOLIDATED STATEMENT OF INCOME 
_ YEAR ENDED DECEMBER 31, 1976 


1976 _ 


- $59, 789, 076 


1975 


a Gross premiums written and other income. ents osc tate 


$33,747,544 


underwriting. profit (loss) ete ve ea ue eae Mies $- 


Investment AMCOMG 2 so ack Bea ike. ee nh salah ee 


920,488 
3,736,682 


“§ (641,790) 


_ 2,067,400 


4,557,170 


Interest on notes payable... ee eae te gaany eR ee A 


1,425,610 - 


= 25 180,887. 


: Income before undernoted items seep a Nee ao ees ce 
Income taxes Aetna a Lad Say es Deyn? cere Fess SSA: Setar 


126,850 — 
4,430,320. 
2172550 


1,244,773 


Income before minority interest Rieke ea has sare 


Interest of minority common shareholders of 
Suc ary companies. net. tae 


2,657,770 - 


468,540. 


(42,8082) 


$ nee = 


Net Income ISI SRREE Vie Mere conn SEM Viet er any aed 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS — 
YEAR ENDED DECEMBER 31, 1976 a 


1976 


$ 2,489,230 : 
Meus Lge ee 


18: ee 


1975 


Balance at beginning of year. 


Net income 


“$ 7,565,947. 


$ 6,655,661 


Dividends on common shares | 


ee aya hee pes wivdln Wi ane Manat 2. wagaciia «Clete snk ER Abe Re ce ib agnuare ls wt eh, 


2,489,230. 
10,055,177 Ss 
280,000 


SOA0, 286s ites 
“NT BBB 947 


| Balance at end of year | 


8. OB AT Se 


$ 7,565,947 


“SCOTTISH & & YORK HOLDINGS LIMITED 


and 1 subsidiary companies 


CONSOLIDATED STATEMENT OF CHANGES. IN FINANCIAL POSITION - 


YEAR ENDED DECEMBER 31, 1976 


Nis Resources ee : 
eae Operations (as outlined below) 
Issue of common shares for cash 
+ Saleol-stocks. neta. nics volgen 
~ Net change in other Beaels and Wabiiees: 
_Proceeds from notes payable | 


Resources applied | 
Purchase of marketable securities, nat 
Bonds *.= 
gece (SOCKS yous n ths 
Buse MOLES PAVADION Une ra ears 
“Increase in term deposits Sen eae 
- Purchase of furniture, fixtures and 
~.'-* automobiles, net...5. ><. 
Acquisition of U.S. companies 
- . Dividends on common shares 
Increase in cee, 


Operations — 
Net Income ~.......... 


_ Items not involving cash 
Depreciation 


; _ Amortization of premium eaid'o on acquisition 
of shares of subsidiary companies 


Interest of minority common shareholders 
Of Subsidiary; companies <i euker sale 


Write off of premium sake on n acquisition 
. of subsidiaries uf Bosc 
Increase in deferred revenue 
_Increase in provision for outstanding claims. 
‘Increase (decrease) in accounts Sess and 


accrued liabilities — 


Increase in accounts. receivable. 
and fee oda interest | 


peduet’ net resources provided from acquisition 
2 of US. companies Ee gure wa 


Sie “Resources provided from operations 


EMOTE 


1975 
$19,216,632  $ 4,843,909 
3,177,741 | 
oc 277,926 
QATT 714 172,873 
700,005 ee 
$25,272,089  $ 5,294,708 
$ 7,638,076  $ 3,007,995 
1,085,511 | 
3,082,000 - : 
13,060,026 1,874,027 
72,911 ~ 14,809 
) 349,817 
280,000 | 
53,565 —S—s« 48,060 
$25,272,089 $5,294,708 
$ 2,489,230  $ 910,286 
28,128 16,675 
9,564 13,764 
176,641 (42,806) 
OOF 581 ns 
3,093,473 ~—Ss«i5,419,468 . 
8,698,284 4,324,213 
. 5,385:746 .. (631,575). 
(791,965) (1,907,030) _ 
19,216,632 8,102,995 
canvas 3,259,086 
$19,216,632 


$ 4,843,909 


“and | subsidiary companies _ 


”, i 


eae. ares To CONSOLIDATED FINANCIAL STATEMENTS 
ne YEAR E ENDED DECEMBER 31, 1976 OAR rs aks 


ACCOUNTING POLICIES 


: he statements submitted ‘to regulatory authorities. 


(a) Principles 0 of Consolidation con SPIES pete nice & a 


“are: 
Canadian Groua- 


Scottish & York jnsorance: Co. ‘Limited: 

Central Canada Insurance Service Limited 
Victoria Insurance Bompany at Canada 

UU. S. Group Tea ag ce pete ars Ogee a ds Biot: 
Scottish & York, ‘de, ees es 

oa ineste Insurance Company 
ia) Linco Management Corp. : 
"> Associated Treaty Managers, Inc. 
- Guarantee Insurance Company 
International Management Cormeravions Pa 
_ (formerly Guarantee. Management, Corp. 
- Scottish & York International Insurance, AG ae Sears 
_terniatons Premium Company. YE hes Nar at x 


owhorsinn: re 
97, 92% We: 


Bahamas” Fe he Paki ade, Le ae 2 \ oe Sie 


Victoria Insurance Company’ Limited ee 


- International Insurance Hpidings’ Corporation, ‘Sco’ sh & Ur 1 & 
York International Insurance, Inc. relating to the July 4975, acquisition of ‘the 8 So 
interest in the U.S. Group, provision is made whereby additional. consideration may 
be payable depending on the level of future profits of the U.S. Group. The purchase 

“ agivement aes eee? for eee in pena of the mans Sauls cooing from 


dat that tiste! paces 1976 Scottish and York, ye aes Heo ineorae Nea INGE anIDIh 
ieee. ANG £0: approximately U.S. $539,400 as a result. of eh appv on of losses i 
See _by the U. S. Group prior to duly 4, 1975. 


() Translation into Canadian Dollars , a 


rete 


6 Aer’ Deedee s are recorded at cost. oe Ne ce ie cae Beet f nia 
(ii) ‘Bonds are recorded at. cost or. amortized ‘cost. ae SER NG RT mor 
: _ Interest income. is recorded on an accrual basis. REV Ah) aha greta y eo Ne 
“Gi Stocks are recorded ab costed)! gash ae eee: PER Serie. 
Dividend income. is: recorded. on a cash received pane Pegs 


aa ( Gains and losses on disposal of i /estments are determined on a frst i in, first out 
23 _ basis. - if: : ; Le ; 


ee Futiione Fixtures ane i Automobiles and Accumulated Depreciation f Ses 
: All furniture, fixtures ane auromanies, are recorded at cost, less accumulated depte- 


CGjalonet ee hit te & 


} : Furniture, dixtines. and ‘equipment are vaepyecisied 6 over heir dstirmnated: psetuy’ ‘ite at 
_ varying rates. ranging from 12Y2% straight line basis to. 20%. reducing balance ‘basis. 


¥ Automobiles are > depreciated over their useful pes at the Lee of 80% reducing balance. } 


i basis. es : 


me the company ee uth premium over. Perel s years from. date of Cabrusiicn: In & 


cus of ee es 531. Le se ae A NSa pe : ‘ as Ere awt otras AS 


0 Deferred commission income. ads policy acquisition goats! 


% o + aie over She terms: of the telated gees For the yeasts 1976 and 1975 aye tee ; 


cases are aNtpplied Py hey eeee| Sombatics the ultimate peiy st may be more or ea rd 


. . ¥ ye Seah : gOS 


A subsidiary company, ASO aIntEd, Tea Managers, Inc., manages a » humber oi re- 
insurance ate eagle ie which un receives management Hees. Sain upen. eauicd ae 


ee ibaxeet ‘of ‘prior. years of. a. Nesteaen: -gubeidia’y. ‘amounting to. “aoploninarenont 
$02) 000 | remain. Fe Wend od Ys 


= 


; companies ‘si ce ‘acquisi 
ft 


addition other sadiustene nts) were made which reduced such pro by a net ammount. 4.2 


~ Policy. acquisition. costs, net_of reinsurance allowances, are deferred ara amor- eae 


ae sstimales ol the caine: net cost of all fonces a claims ipcurrou crust Pont f 
mach H 1976. Since the. provisions are necessarily ‘based on. estimates which in Some. . > 


eect inna income taxes in AUS thdabel 1) 1978. yhax f ke 2 ‘ 


980. he tax een of these losses have | not been recorded in me pees 


oe MARKETABLE SECURITIES | Meroe een des 
Marketable securities having a cost ob appealed U S. $8 808, 000 a December 31, Woe 7B 


cae Note payabie to The Royal Bank of Canada Te 


sept were © deposited to secure > abilities unger reinsurance contracts. 
3. NOTES PAYABLE. | ne ee ee Ne ‘Due within!” = puewithig. 


bearing interest at the rate of U.S. prime . 

plus 1% payable $253,000 on January ~ 
.. 15, 1977 (paid on that date) $253,000 on 

July 15,1977 and the balance July 15, 


1978 ($1,000,000U.S.).... $1,012,000. $ 506,000 $ 506,000 


Notes payable to the National Bank of 

Commerce 

7%, dite January 10,1977 
(subsequently paid). ; et REAR eae fas 
($950,000) UIS.) oe ee item y Rannah: = 356/600 @ 556, 600 ic ist 


_ Prime rate plus 1%, Ue Ba demand sietoesee tate respec 4 eos See 
($141, 500 Soares: (RD emt ude wise | ap Oe" 142, 2304 or tee 


‘Note payable to International prisuranies abate" 

_ Holdings Corporation bearing interest — 
at the rate of 1% above the First National 
City Bank U.S. base rate, payable ; 
June 30,1977. = PERSE aes Beata MPa eal Ties oe RS tag 
($181,803 U. 85. ees ae hia FGA hat sity) (Oncor a 182,874 © 


- $1,893,808 $1,387,808 + $ 506,000. 


A CAPITAL stock 


$ Under: a rights offering dated paeember 10, 1975 the 5 cee tenoliers of record a the close. ie ae 
of business on December 9, 1975 were entitled to one right for each common share hele aie: 
Three such rights, together with $1.60 entitled the shareholder to” Puce « one -addi< RI Cw: 


tional common share of the company. : x 


This offering, which expired on January 15, 1976, ‘was tits subscribed and the company ae 


issued 1,986,088 treasury shares for a cash consideration of $3,177,741. 


During the year the company amended its articles of incorporation increasing athe: 
authorized common shares from 8,000, 000 to 12, oe 000 common shares eb ee 
value. A 


As at December 31, 1975, Montreal Trust Gompany was holding in trust $22.2 ae as con- 
Siderstion for the subserintion of 13, 912 shalos: 


CONTINGENT LIABILITIES AND CONTRACTUAL COMMITMENTS 


(a) A wholly owned subsidiary company Victoria. Insurance Company Lihniteck has eon 3 


_ assessed Federal income taxes relating to the years 1968, 1969 and 1970 amounting a 
to approximately $1,000,000 including interest to November 30, 1973. A Notice of. Seat 


Objection was filed with respect to these assessments in 1974 and Set ig ce Canada, Eee 
Taxation reconfirmed the assessments on February 6, 1975. ‘3 


‘The company has filed Notice of Appeal to the Tax Review Board. The appeal ae 
been set down for a hearing by the Board on June 21,1977. | 


The company has deposited its share investment in. subsidiary companies Scottish 
& York Insurance Co. Limited and Victoria Insurance Company of Canada with The © 


Royal Bank of rales to be sok as etchant until: the ‘outcome: Bt this copes is re 
known. hg ‘ 


(b) The company leases office space for aterm expiring i in 11984 with an n option to extend Cees 


this to 1994. Nee annual rental is epee ely ee ee 


6 “ANTL-INFLATION | LEGISLATION 3 


The Company and its Canadian Subsidiaries are subject to the provisions ‘of the Federal 
_ Government's Anti-Inflation Act which became effective on October 14, 1975. This Act 

imposes. restrictions on prices, profit margins, compensation to employees and Payere 
of dividends by the parent company. 


In the opinion of management, the Company and its Canadian subsidiaries have com- 
plied with. the provisions of the Act. 


The maximum dividend payable to the Gompany' S shareholders during the year ending 
October 31, 1977 under the Act is 14.6¢ per share. The current rate. of dividends on the 
company’s common shares is 8¢ per sale pet annum. 


ie : OTHER STATUTORY. INFORMATION 4976. : 4075 


Direct remuneration of directors and senior officers Rene : 
(as defined by The Business Corporations Act) 22: aah pant. O. $254,158 $209,399 _ 
Depreciation UD Bae DR REE ek cece a Pe Ret MNOS Or: aes 22 28,128- $16,675 


AMONIZAT ONS ce gi BOP Decco hat ore ae eh Rete wat GO 564" .-5 6-18. 764 


eee 
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uM 


PREM 


INCOME — 
BEFORE 
TAXES AND 


MINORITY INTEREST | 


"4,430,320 

; Se 
ES 1,256,719 
1,926,717 


2,302,851 


INCOME 
TAXES | 


1,772,550 
377,293 


429,534 


* 586)558 


605,774 | 


NET 
INCOME 


2,489,230 : 
: 910,286 | 
827,185 
1,390,159 


1,697,077 


EARNINGS | DIVIDENDS | 
PAID 
PER SHARE| 
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JUNE 30, 1976 


TO THE SHAREHOLDERS 


Net income for the six month period ended 
June 30, 1976 was $1,001,773 compared to 
$844,947 for the same period last year. 


Earnings per common share for the first six 
months were 13¢ based on 8,000,000 shares 
outstanding compared with 14¢ for the same 
period of 1975 based on 6,000,000 shares out- 
standing. The increase in the number of shares 
reflects the issue of 2,000,000 shares in January 
1976 pursuant to a rights issue. 


Operations continued to be satisfactory for the 
first half especially in the United States where 
an underwriting profit was realized. The outlook 
for the balance of the year is favourable although 
some uncertainty exists in Canada where opera- 
tions are subject to the regulations under the 
Anti-Inflation Act. 


The Directors have determined that the Com- 
pany’ current operating results and future 
prospects justify the resumption of dividends 
and accordingly have declared a dividend of 
1.5¢ per share for the third quarter of 1976 
payable September 15, 1976. 


R. W. BROUGHTON, 
Chairman of the Board and 
Chief Executive Officer 
August 26, 1976 


SCOTTISH & YORK HOLDINGS LIMITED 


and Subsidiary Companies 


CONSOLIDATED STATEMENT OF INCOME 


Gross Premium Written and Other Income 


Underwriting Profit 
Investment Income 
Interest on Notes Payable 


Income Taxes 


Interest of Minority Common Shareholders of Subsidiary Companies 
Net Income ' | ‘ 


Net Income per Share 


Six Months Ended 


June 30, 1976 


June 30, 1975 


$25,833,184 $13,261,166 
918,180 135,550 
1,581,633 902,872 
1,799,813 1,038,422 

68,671 =e 

1,731,142 1,038,422 
656,341 190,000 
1,074,801 848,499 
73,028 3,475 
$ 1,001,773 §$ 844,947 

13¢ 14¢ 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Resources Provided 
Operations: 
Net Income for the Six Months 
Add Items not Involving a Current Outlay of Funds 
Depreciation 
Interest of Minority Common Shareholders of Subsidiary Companies 


Proceeds from Rights Offering 

Increase in Accounts Payable 

Increase in Provision for Outstanding Claims 
Increase in Deferred Revenue 

Decrease in Cash 

Net Change in Other Assets and Liabilities 


Resources Applied 
Decrease in Accounts Payable 
Purchase of Marketable Securities, Net 
Increase in Accounts Receivable 
Decrease in Notes Payable 
Net Change in Other Assets and Liabilities 


June 30, 1976 


$ 1,001,773 


17,000 
73,028 
1,091,801 
3,177,741 
1,130,108 
2,671,872 
4,018,580 
1,690,156 
494.055 
$14,274,313 


7,697,451 
3,709,129 
2,867,733 


$14,274,313 


June 30, 1975 


$ 844,947 


6,000 
3,475 
854,422 


97,815 
1,407,159 


$ 1,393,059 
263,517 
266,278 


- $9,350,306 


